ANNUAL BUDGET OF 


RICHMOND 

MUNICIPALITY 



2020/2021 TO 2022/2023 

MEDIUM TERM REVENUE AND 
EXPENDITURE FORECASTS 


Copies of this document can be viewed; 

• In the foyers of ail municipal buildings 

• Ail public libraries within the municipality 

• www.richmond.gov.za 




Richmond Municipality 


2020/2021 Annual Budget and MTREF 


Table of Contents 

PART 1 - ANNUAL BUDGET 

1.1 MAYOR’S REPORT 

1.2 COUNCIL RESOLUTIONS 

1.3 EXECUTIVE SUMMARY 

1.4 OPERATING REVENUE FRAMEWORK 

1.5 OPERATING EXPENDITURE FRAMEWORK 

1.6 CAPITAL EXPENDITURE 

1.7 ANNUAL BUDGET 

PART 2-SUPPORTING DOCUMENTATION 

2.1 OVERVIEW OF THE ANNUAL BUDGET PROCESS 

2.2 OVERVIEW OF ALIGNMENT OF ANNUAL BUDGET WITH IDP 

2.3 MEASURABLE PERFORMANCE OBJECTIVES AND INDICATORS 

2.4 OVERVIEW OF BUDGET RELATED-POLICIES 

2.5 OVERVIEW OF BUDGET ASSUMPTIONS 

2.6 OVERVIEW OF BUDGET FUNDING 

2.7 EXPENDITURE ON GRANTS AND RECONCILIATIONS OF UNSPENT FUNDS 

2.8 COUNCILLOR AND EMPLOYEE BENEFITS 

2.9 MONTHLY TARGETS FOR REVENUE. EXPENDITURE AND CASH FLOW 

2.10 ANNUAL BUDGETS AND SDBIPS - INTERNAL DEPARTMENTS 

2.11 CONTRACTS HAVING FUTURE BUDGETARY IMPLICATIONS 

2.12 CAPITAL EXPENDITURE DETAILS 

2.13 LEGISLATION COMPLIANCE STATUS 

2.14 OTHER SUPPORTING DOCUMENTS 

2.15 MUNICIPAL MANAGER'S QUALITY CERTIFICATE 


List of Tables 

Table 1 Consolidated Overview of the 2020/2021 MTREF 

Table 2 Summary of the 2020/2021 MTREF (classified by main revenue source) 

Table 3 Percentage growth in revenue by main revenue source 

Table 4 Comparison of the proposed rates to be levied for the 2020/2021 Financial Year 

Comparison between current refuse removal fees and increases 


Table 5 





Richmond Municipality 


2020/2021 Annual Budget and MTREF 


Table 6 High Level summary of 2020/2021 budget (Classified per main type of operating 
expense) 

Table 7 Medium Term Capital Budget per vote 


Abbreviations and Acronyms 

ASGISA 

Accelerated and Shared Growth Initiative 

BPC 

Budget Planning Committee 

CFO 

Chief Financial Officer 

CPI 

Consumer Price Index 

CRRF 

Capital Replacement Reserve Fund 

DBSA 

Development Bank of South Africa 

DoRA 

Division of Revenue Act 

FBS 

Free basic services 

GAMAP 

Generally Accepted Municipal Accounting Practice 

GRAP 

General Recognised Accounting Practice 

HR 

Human Resources 

IDP 

integrated Development Strategy 

IT 

information Technology 

km 

kilometre 

KPA 

Key Performance Area 

KPI 

Key Performance Indicator 

LED 

Local Economic Development 

mSCOA 

Municipal Standard Chart of Accounts 

MFMA 

Municipal Financial Management Act 

MIG 

Municipal infrastructure Grant 

MM 

Municipal Manager 

MPRA 

Municipal Properties Rates Act 

MSA 

Municipal Systems Act 

MTEF 

Medium-term Expenditure Framework 

MTREF 

Medium-term Revenue and Expenditure Framework 

NGO 

Non-Governmental organisations 

NKPIs 

National Key Performance Indicators 

OHS 

Occupational Health and Safety 

PBO 

Public Benefit Organisations 

PMS 

Performance Management System 

PPE 

Property Plant and Equipment 

SALGA 

South African Local Government Association 

SDBIP 

Service Delivery Budget Implementation Plan 

SMME 

Small Micro and Medium Enterprises 





Richmond Municipality 


2020/2021 Annual Budget and MTREF 


Part 1 - Annual Budget 



“Richmond Municipality will be a competitive friendly and safe environment to work, do business 
and live in, offering a better life and access to quality service delivery to its employees, people 

and stakeholders by 2021 ” 
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“Richmond Municipality will improve the livelihood of its clients by continuously improving the 
delivery of Municipal services through innovation, stakeholders’ relations. Good Governance and 
ensuring operational excellence” 

1.1 Mayor’s Report 

I have pleasure in presenting the Final Budget Report for 2020/2021, in terms of Section 
24(21) of the MFMA, Act 56 of 2003. 

The budget that is presented before council today 1$ a demonstration of our commitment to 
making Richmond a better and a sustainable place. Failure is simply not an option. This budget 
is for my VIP's who are the residents of our beautiful town called Richmond. 

As Council of the Richmond Municipality, we would like to thank and acknowledge the efforts of 
our brothers and sisters who are at the forefront in the war against the novel COVID-19 Virus 
which has wracked the lives of our fellow South African and the world at large. Equally so, we 
recognise the discipline demonstrated by the Richmond residents in complying with the 
Honourable President Cyril Ramaphosa’s call for our community members to stay at home whilst 
the government put in place measures to prevent and curb the spread of the virus. 

It is through continuing collaborative efforts between the National, Provincial and Local 
Government and the members of the community, this pandemic will be overcome. Whilst the 
country has been on a National Lockdown in line with the State of Emergency declared by the 
Ministry of Corporative Governance and Traditional Affairs and without any economic activity, 
the National Treasury raised funding to support municipalities. This has resulted in the 
municipality receiving some funds from the National Treasury to implement preventative 
measures to curb the spread of the virus. To date, the municipality has received R 745 000 
funding in respect of Disaster Management Grant. 

Our objective as Council is to achieve the developmental mandate of local government by 
promoting Social and Economic Infrastructure and also providing development and accountable 
government to the community of Richmond. Let us continue to encourage the involvement of the 
Community through participation in the development of IDP and Budget. 
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The municipality is committed to implementing its plan for boosting economic growth, working 
together with business, labour and all citizens. 

Initiatives include:- 

• improving support for small businesses, 

• Increase eiectricity supply, 

• Revised rules for government procurement to increase business opportunities for black 
people and women, 

• Employment through the Expanded Public Works Programme, 

• Improving service delivery Infrastructure 

Citizens can heip by holding their Councillors accountable and calling out corruption, waste of 
public resources and maladministration. 

Cabinet resolved that all spheres of government, including municipalities must implement 
measures to contain operational costs and eliminate all non-essential expenditure. 

in our public participation processes, we find the wish-list of residents is sometimes extravagant 
in the extreme and fruitless in our efforts to improve the lives of our people. Whilst these 
interactions are largely invigorating and interesting, we have to muster the courage to place 
practicality above the high hopes of people. Projects have to be within the ambit of our IDP and 
National Development Plan and not for cosmetic beauty. 

As is our practice, we have used the IDP to inform our Budget and also consider the priorities 
whilst shaving off the trimmings. That simply means belt-tightening and casting aside the 
temptation to waste and misuse funding from the public purse. 

We still have some way to go to successfully reduce our expenditure on employees. Our target 
is to reach an expenditure of around 40% in the near future. In this financial year we propose to 
spend around R19 million on the Capital Budget with around R17,5 million funded from the MiG 
grant. 

Our priorities remain service delivery with Safety and Security also a high priority. 

As a collective of officials and councillors, we remain and will continue to be committed to serving 
our constituents with pride and joy in the spirit of togetherness. 

I would like to express my sincere thanks and appreciation to the officials, councillors, ward 
committee and residents of Richmond for their unwavering support. 



CdUitPHtor MkNize 
DEPUTY MAYOR 
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1.2 Council Resolutions 

On 05 June 2020 the Council of Richmond Municipality met in a virtual meeting to consider the 
Final annual budget of the municipality for the financial year 2020/2021. The Council approved 
and adopted the following resolutions: 

1. The Council of Richmond Municipality, acting in terms of section 24 of the Municipal Finance 
Management Act, (Act 56 of 2003) approves and adopts: 

1.1. The annual budget of the municipality for the financial year 2020/2021 and the multi-year 
and single-year capital appropriations as set out In the following tables: 

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard 
classification) as contained in Table A2; 

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote) as 
contained in Table A3: 

1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type) as 
contained in Table A4; and 

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard 
classification and associated funding by source as contained in Table A5. 

1.2. The financial position, cash flow budget, cash-backed reserve/accumuiated surplus, asset 
management and basic service delivery targets are approved as set out in the following tables: 

1.2.1. Budgeted Financial Position as contained in Table A6; 

1.2.2. Budgeted Cash Flows as contained in Table A7: 

1.2.3. Cash backed reserves and accumulated surplus reconciliation as contained In 
Table AS; 

1.2.4. Asset management as contained in Table A9; and 

1.2.5. Basic service delivery measurement as contained in Table A10. 


2. The Council of Richmond Municipality, acting In terms of section 75A of the Local Government: 
Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from 1 July 2016: 

2.1. the tariffs for property rates - as set out in Annexure A1. 

2.2 the tariffs for solid waste services - as set out in Annexure A3 

3. The Council of Richmond Municipality, acting in terms of 75A of the Local Government: 
Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from 1 July 2019 the 
tariffs for other services, as set out in AnnexureAl to A5 respectively. 

4. To give proper effect to the municipality’s annual budget, the Council of Richmond 
Municipality approves: 

4.1. That cash backing is implemented through the utilisation of a portion of the revenue 
generated from property rates to ensure that all capital reserves and provisions, unspent 
long-term loans and unspent conditional grants are cash backed as required In terms of 
the municipality’s funding and reserves policy as prescribed by section 8 of the Municipal 
Budget and Reporting Regulations. 


5. That in terms of section 24(2)(c)(ili) of the Municipal Finance Management Act. 56 of 2003, 
the measurable performance objectives for capital and operating expenditure by vote for each 
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year of the medium term revenue and expenditure framework as set out in Supporting Table SA7 
are approved. 

6. That in terms of section 24(2)(c)(iv) of the Municipal Finance Management Act, 56 of 2003, 
the amendments to the integrated development plan as set out in Budget Chapter 17 are 
approved. 

7. That in terms of section 24(2)(c)(v) of the Municipal Finance Management Act, 56 of 2003, the 
budget related policies, including any amendments are approved for the budget year 2020/21 

8. That in terms of sections 22(2)(b) of the Municipal Finance Management Act read together 
with section 23(3) of the Municipal Budget and Reporting Regulations, council approves an 
application to National Treasury for the roll-over of any unspent balances (if applicable) of the 
2019/2020 Financial Management Grant and Municipal Infrastructure Grant (MIG). 

(NB: All unspent 2018/201 9 funds are committed) 

9. Council notes the Service Delivery and Budget Implementation Plan (SDBIP) with the budget 
for subsequent approval by the mayor. 

10. Council notes the Final Circular in respect to the Cost containment measures for Richmond 
Municipality 

11. The Final Service standards document is noted by council 
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1.3 Executive Summary 

The application of sound financial management principles for the compilation of the municipality’s 
financial plan is essential and critical to ensure that the municipality remains financially viable 
and that municipal services are provided sustainably, economically and equitably to all 
communities, 

The municipality’s business and service delivery priorities were reviewed as part of this year’s 
planning and budget process. Where appropriate, funds were transferred from low- to high- 
priority programmes so as to maintain sound financial stewardship. A critical review was also 
undertaken of expenditures on noncore and „nice to have" items. 

It is about sticking to our plans despite challenging circumstances. The municipality’s aim is to 
eliminate wasteful spending and reduce it on non-critical items so as to sustain service delivery 
and maintain strong public finances. 

The Municipality will embark on implementing a range of revenue collection strategies to optimize 
the collection of debt owed by consumers by implementing the debt collection and credit control 
policy as well as the implementation of the approved revenue enhancement strategy. 

National Treasury's MFMA Circular No. 51,54, 55,57,58.59,66,67.70,72, 74, 75,78,79,82,85, 86, 
89, 90. 91, 93, 94, 98 and 99 were used to guide the compilation of the 2020/21 MTREF. 

The main challenges experienced during the compilation of the 2020/21 MTREF can be 
summarised as follows: 

• The ongoing difficulties in the national and local economy; 

• Aging and poorly maintained roads and other Infrastructure assets; 

, The need to reprioritise projects and expenditure within the existing resource envelope given 
the available sources offending; 

• Wage increases for municipal staff that continue to exceed consumer inflation, as well as the 
need to fill critical vacancies which makes it difficult to maintain the salaries budget within the 
acceptable norm as a percentage of the total operating budget; and 

• Affordability of capital projects - original allocations had to be reduced and the operational 
expenditure associated with prior year’s capita! investments needed to be factored into the 
budget as part of the 2020/21 MTREF process. 

The following budget principles and guidelines directly informed the compilation of the 2020/21 
MTREF: 

• The 2019/20 Adjustments Budget priorities and targets; 

• Intermediate service level standards were used to inform the measurable objectives, targets 
and backlog eradication goals; 

• Tariff and property rate increases should be affordable and should generally not exceed 
inflation as measured by the CPI. In addition, tariffs need to remain or move towards being 
cost reflective, and should take into account the need to address infrastructure backlogs; 

• There will be no budget allocated to national and provincial funded projects unless the 
necessary grants to the municipality are reflected in the national and provincial budget and 
have been gazetted as required by the annual Division of Revenue Act; and 

• Local Government budget and Financial reforms: Regulation of a "Standard Chart of 
Accounts' (SCOA) for local government. 
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In view of the aforementioned, the following table is a consolidated overview of the proposed 
2020/21 Medium-term Revenue and Expenditure Framework: 


Table 1: Consolidated Overview of the 2020/21 MTREF 


Rthousand 

Adjustment 
Budget 2019/20 

Budget Year 
2020/21 

Budget Year+1 
2021/22 

Budget Year+2 
2022/23 

Total Operating Revenue 

108,077 

113,831 

119,067 : 

124,544 

Total Operating Expenditure 

122,588 

137,315 

144,452 

152,108 

Surplus / (Deficit) for the year 

(14,511) 

(23,484) 

(25,385) 

(27,564) 

Total Capital Expenditure 

39,370 

33,670 

35,219 

36,839 


; 180 000 
I 160 000 

i 140 000 

i 120 000 
I 100 000 
! 80 000 
I 60 000 

i 40 000 
; 20 000 





„J 



^ Total Capita! Expend^ 


i . . Total Operating Revenue Total Operating Su 

I 120 000 ) . expenditure 

I (40 000) . 

; a Adjustment Budget 2019/20 8 Budget Year 2020/21 a Budget Year+1 2021/22 !f3 Budget Year+2 2022/23 


Total operating revenue has increased by 5% per cent or R 5.7 million for the 2020/21 financial 
year when compared to the 2019/20 Adjustments Budget. For the two outer years, a total 
operational revenue growth of R10.7 million is projected over the MTREF when compared to the 
2019/20 financial year. 

Total operating expenditure for the 2019/20 financial year has been appropriated at R137 million 
and translates into a budgeted deficit of R 23.5 million. When compared to the 2019/20 
Adjustments Budget, operational expenditure has increased by, 12 per cent in the 2020/21 
budget and increased by an overall 5 per cent for each of the 2020/21 outer year. 

The capital budget of R 33.7 million for 2020/21 is 14 per cent less when compared to the 
2019/20 Adjustment Budget. The municipality has reduced the number of internally funded 
projects. 
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1.3 Operating Revenue Framework 

The municipality’s revenue strategy is built around the following key components; 

• National Treasury's guidelines and macroeconomic policy; 

• Efficient revenue management which aims to aims to ensure an 80% percent annual 
collection rate for rates and other service charges; 

• The municipality’s Property Rates Policy approved in terms of the Municipal Property 
rates Act, 2004 (Act 6 of 2004) (MPRA); 

• Increase ability to extend new services and recovers costs; 

• The municipality’s Indigent Policy and rendering of Free Basic Services; 

• The Tariff Policy of the municipality; 

Management have further adopted a conservative approach when projecting revenue and cash 
receipts. Council has also carefully considered the affordability of tariff increases, especially as 
it relates to domestic consumers whilst considering the level of service versus the associated 
cost. Particular attention was paid to managing revenue effectively and evaluating ail spending 
decisions. 

Table 2: The following table is a summary of the 2020/21 MTREF (classified by main 
revenue source): 


iKZN227 Richmond - Table A4 Budgeted Financial Performance (revenue and expenditurejll 


R thousand 

Budget Year 
2020/21 

Budget Year 
+1 2021/22 

Budget Year 
+2 2022/23 

Property rates 

19,596 

20,497 

21,440 

Service charges - refuse revenue 

864 

903 

945 

Rental of fecilities and equipment 

1,150 

1,203 

1,258 

Interest earned - external investments 

3.247 

3,397 

3,553 

Interest earned - outetanding debtors 

111 

116 

121 

Fines, penalties and forfeits 

2,001 

2,093 

2,190 

Licences and permits 

909 

951 

995 

Transfers and subsidies 

82,430 

86,222 

90,188 

Other revenue 

3,522 

3,684 

3,854 

Total Revenue (excluding capital transfers and contributions) 

113,831 

119,067 

124,544 


Percentage growth in revenue by main revenue source 

In line with the formats prescribed by the Municipal Budget and Reporting regulations, capital 
transfers and contributions are excluded from the operating statement, as inclusion of these 
revenue sources would distort the calculation of the operating surplus / deficit. 

Revenue generated from rates and service charges forms 18 per cent of the revenue basket of 
the municipality. Operating grants and transfers totals R 82 million. 

Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs 
and other charges were revised, local economic conditions, input costs and the affordability of 
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services were considered to ensure the financial sustainability of the municipality. National 
Treasury continues to encourage municipalities to keep increases in rates, tariffs and other 
charges as low as possible. The municipality has provisionally increased certain rate categories 
and domestic refuse charges by 4.6% and all other service charges by 6%. 

Property Rates 

The municipality has applied a 4.6% tariff increase in the property rates for the 2020/21 budget 
year. However, it must be noted that the property values were decreased from 3 702 108 800 
in the 2019/20 financial year to 3 666 507 800 in the 2020/21 budget year. The number of 
properties decreased as a result of certain properties demarcated to Mkhambathini Municipality 
in the previous supplementary valuation roll. The new supplementary valuation roll is to be 
implemented in the 2020/21 financial year. 

In accordance with Section 32 (1) of the Municipal Property rates Act No. 6 of 2004, the 
municipality had compiled a new valuation roll effective 1 July 2017. 2020/2021 would be the 
fourth year of implementation of the new valuation roll. 

Property rates contribute towards covering the costs of the provision of general services. National 
Treasury’s MFMA Circular No. 51 deals, inter alia with the implementation of the MPRA, with the 
regulations issued by the Department of Co-operative Governance. These regulations came into 
effect on 1 July 2009 and prescribe the rate ratio for the non-residential categories, public service 
infrastructure and agricultural properties relative to residential properties to be 0,25:1. The 
implementation of these regulations was done in the previous budget process and the Property 
Rates Policy of the municipality has been amended accordingly. 

The rate on the categories on non-residential properties may not exceed the ratio to the rate on 
residential properties therefore the tariffs have not been increased for certain categories and 
increased by 4.6 per cent in other categories. 

The following stipulations in the Property Rates Policy are highlighted: 

• The first R 15 000 of the market value of a residential property is excluded from the rateable 
value (Section 17h of the MPRA). In addition to this rebate, a further 

• R 35 000 reduction on the market value of a residential property will be granted in terms of 
the municipality’s property rates policy; 

• Rebates will be granted to registered indigents in terms of the Indigent Policy; 

• For the aged a maximum rebate of 90 per cent will be granted to the owners of residential 
rateable property. In this regard the following stipulations are relevant: 

• The rateable property concerned must be occupied only by the applicant and his/her spouse, 
if any. (Other stipulations are contained in the policy) 

• The municipality may grant a 100 per cent grant-in-aid on the assessment rates of rateable 
properties of certain classes such as registered welfare organisations provided they are 
registered and comply with the requirements as referred to in the Property rates Policy. 

• The municipality has resolved to further reduce the value upon which rates will be levied by 
an amount not exceeding R100 000 in respect of alt agricultural properties which are bona 
fide farmers 

Table 4: Comparison of the proposed rates to be levied for the 2020/2021 financial year 
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Current Tariff 
(1 July 2019) 

Proposed 
Tariff (from 1 
July 2020) 

% 

Increase 

Rate 

Ratio 


c 

C 



Residential 

0.0077004 

0.0080546 

4,6% 

1 

Business, Commercial and Industrial 

0,0155461 

0.0162613 

4,6% 

2 

Vacant Land 

0,0244871 

0.0244871 

0% 

3 

Agricultural 

0,0019251 

0.0020136 

4,6% 

0.25 

Public Service Purposes 

0,0174676 

0.0182711 

0% 

2 

Public Service Infrastructure 

0,0019251 

0.0019251 

4,6% 

0.25 

Public Benefit Organisation 

0,0019251 

0.0020136 

4.6% 

0.25 

Other 

0,0047851 

0.0047851 

0% 

0.59 

Unauthorised Use 

0,0259564 

0.0271503 

4,6% 

3 


Refuse Removal 

Currently waste removal is operating at a deficit. It is widely accepted that the rendering of this 
service should at least break even, which is currently not the case. The municipality will have to 
implement a solid waste strategy to ensure that this service can be rendered in a sustainable 
manner over the medium to long term. The municipality has therefore reviewed the tariffs in 
respect of commercial users and attempted to apply an increase that would address this issue. 
Further to the above the tariff charge will be raised per unit and not per property. The Municipality 
has also introduced a tariff for the hire of Skipper bins. 

Therefore a 6 per cent increase in the waste removal tariff for domestic and commercial users is 
proposed from 1 July 2020. Currently indigent residential consumers are subsidised in full for 

refuse removal. 


Table 5: Comparison between current refuse removal fees and increases 


Description 

Current 

Tariffs 

2019/20 

Proposed 

Tariffs 

2020/21 

% Increase 

Refuse removal residential once a week 

48.00 

50.88 

6 % 

Refuse - Residential complex 

702.25 

744.39 

6% 

Commercial twice a week 

362.80 

384.57 

6% 

Commercial five times a week 

1404.50 

1 488.77 

6 % 

Commercial bulk 

2809.00 

2 977.54 

6% 

Commercial daily 

3370.80 

3 573.05 

6% 

Hire of Skipper bin (New Tariff) 


5 000.00 



The Indigent and Basic Services Policy state that; in respect of household refuse removal, the 
relief granted shall be a rebate of 100% on the monthly amount billed for the service concerned. 
Furthermore, the relief shall be granted to households living on properties with a market value of 
not more than R45 000, which can be classified as low cost housing”. 
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Based on the policy the municipality has estimated an amount of R 446,418.16 to be deemed as 
income forgone in respect of refuse removal for households receiving the service at no cost. 


For the 2020/21 the municipaiity has introduced a new tariff for the hire of skipper bins. The 
skipper bins will be hired on demand and performance on this revenue item will be evaluated in 

the adjustment budget period. 

Rental of facilities and Equipment 

The municipality has increased the budget for rental of facilities and equipment from R 1 046 000 
in the 2019/20 adjustment budget to R1 150 234 in the 2020/21 budget year. An average of 10 
percent increase has been applied based on the current rental agreement with the municipal 
tenants. The municipality would be looking into renewal of rental agreements in the 2020/21 
financial year, therefore rental income for outer years are based on the recommended 4.6 /o 
inflation-based increase. 

Fines, penalties and forfeits 

The municipality has budgeted for a 4.6% increase in the fines, penalties and forfeits for the 
2020/21 budget year, This is in line with the municipal revenue enhancement strategies being 

rolled out. 

Licences and permits 

The municipaiity has budgeted for a 4.6% increase in the Licences and permits for the 2020/21 
budget year. This is in line with the municipal revenue enhancement strategies being rolled out. 

Transfers recognised- operational 

Transfers recognised operational contributes to about 74 per cent of the total operating income 
of the municipality. 

The municipality needs to investigate other sources of revenue through updating and reviewing 
its revenue enhancement strategy. Raising income continues to be a chaiienge for the 
municipality as we do not render services such as water, sanitation or electricity. The municipality 
has also taken cognisance of the fact that its tariffs are not cost reflective and would need to 
align tariffs accordingly. 

Other income 

The municipality has budgeted for other income at R 3 ,5 million in the 2020/21 budget year. 
This is a 4.6% increase based on the 2019/20 financial year. It is expected that the municipality 
would maintain a 4,6% increase in the outer years based on the recommended inflation-based 

increase. 
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1.4 Operating Expenditure Framework 

The municipality’s expenditure framework for the 2020/21 budget and MTREF is informed by the 
following; 

• The asset management plan; 

• Balanced budget constraint (operating expenditure should not exceed operating revenue) 
unless there are existing uncommitted cash backed reserves to fund any deficit; 

• Funding of the budget over the medium term as informed by Section 18 and 19 of the MFMA. 


Table 6 : The following table is a high-level summary of the 2020/21 budget (classified per 
main type of operating expenditure); 


R thousand 

Adjusted 

Budget 


Budget Year 
2020/21 


Employee related costs 

49,184 

40% 

63,618 

46% 

Remuneration of councilors 

5,652 

5% 

5,996 

4% 

Debt impairment 

3.759 

3% 

3,985 

3% 

Depreciation & asset impairment 

18,612 

15% 

19,398 

14% 

Finance charges 

183 

0% 

191 

0% 

Other materials 

5,185 

4% 

5.419 

4% 

Contracted services 

25,754 

21% 


17% 

Transfers and subsidies 

954 

1% 

998 

1% 

Other expenditure 

13,305 

11% 

14,892 

11% 

Total Expenditure 

122,588 

100% 

137,315 

100% 


Employee Related Costs 

The budgeted allocation for employee related costs for the 2020/21 financial year totals R 64 
million, which equals 46 per cent of the total operating expenditure. Salary increases have been 
factored into this budget at a percentage increase of 6.25 per cent for the 2020/21 financial year.. 
The budget has also been drawn up considering the budgeting for applicable annual notch 
increases. Richmond Municipality implemented the results of the job evaluation which is a 
contributing factor on the high salary bill. The budgeted salaries for Senior Managers have also 
increased when compared to the 2019/20 financial year. 

The municipality understands that sustainable job creation remains a national priority and in 
Finalising the 2020/21 budget and MTREFs, the municipality has explored opportunities to 
promote labour intensive approaches to delivering services, and more particularly to participate 
fully in the Expanded Public Works Programme. 

Remuneration of Councillors 

The cost associated with the remuneration of councillors is determined by the Minister of Co¬ 
operative Governance and Traditional Affairs in accordance with the Remuneration of Public 
Office Bearers Act, 1998 (Act 20 of 1998). A 6 per cent increase has been factored into the 
budget for the 2020/21 financial year. 
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The municipality is legislated to have a full-time mayor, full time speaker, full time deputy mayor, 
part time member of the executive committee and part time councillors. 

Depreciation 

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate 
asset consumption. Budget appropriations in this regard total R19 million for the 2020/21 
financial year and equates to 14 per cent of the total operating expenditure. 

Finance Charges 

The finance charges budgeted for under Table A4 relates to bank charges and finance charges 
on the lease of Photocopiers. 

Debt Impairment 

The municipality has budgeted for a collection rate of 86 per cent. An additional provision of R 3 
984 614. as been towards debt impairment. This provision would be reviewed during the 
adjustment budget. 

Contracted Services 

in the 2020/21 financial year, contracted services totals R 22.7 million which is in line with the 
current spending patterns of the municipality. This represents 17 percent of the total expenditure. 

General Expenditure 

General expenditure comprises various line items relating to the daily operations of the 
municipality. This group of expenditure has been identified as an area in which cost savings and 
efficiencies can be achieved. General expenditure totals R14.9 million In the 2020/21 financial 
year and has increased by 12 per cent when compared the revised 2019/2020 adjustment 
budget. 

To improve its sustainability, the municipality has adopted routine business practices in the day 
to day running of the municipality and has also implemented cost containment measures to 
eliminate wastage during the provision of services. The municipality understands that 
expenditure management is fundamental to the sustainability of the municipality. 

1.5.8 Repairs and Maintenance 

In terms of the Municipal Budget and Reporting Regulations, operational repairs and 
maintenance is not considered a direct expenditure driver but an outcome of certain other 
expenditures, such as remuneration, purchases of materials and contracted services. During the 
compilation of the 2020/2021 MTREF operational repairs and maintenance was identified as a 
strategic imperative owing to the aging of the Municipality’s infrastructure. Repairs and 
Maintenance has increased by 18 percent in the 2020/2021 financial year. 
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The level of budgeted Repairs and Maintenance expenditure expressed as a percentage of the 
asset values is approximately 4 per cent. This Is just below the norm of 8 per cent as required 
by MFMA circular 55. The municipality however budgets as per the maintenance plans and is 
confident that the budget would adequately secure the on-going health of the municipalities’ 
infrastructure and assets. 

1.5.9 Municipal Standard Chart of Account (mSCOA) 

mSCOA stands for Municipal Standard Chart of Accounts, it is a standardised Municipal 
Standard Chart of Accounts introduced by National Treasury (Regulation in April 2014). The 
primary objective of mSCOA is to achieve an acceptable level of uniformity and quality from the 
collection of data from the IDP Process to Annual Report. The data is then used to compile both 
budgets and financial statements 

According to the South African National Treasury 2, mSCOA will benefit municipalities in the 
following ways: 

• Improved data quality and credibility 

• Deeper analysis of sector comparison 

• Uniform recording of transactions 

• Uniform data sets 

• Standardised key business processes 

• Standardisation and alignment of government accountability cycle 

• Standardisation of account classification 

The Richmond municipality is transacting on the new Financial System and the mSCOA budget 
from 1 July 2017.Reporting and uploading on the National Treasury Portal does take place every 
month, quarterly and annually. The municipality will ensure compliance however some of the 
challenges experienced with the implementation of mSCOA. 

1.5.10 Operating Budget Surplus / Deficit 

The municipality has budgeted for a Deficit of 23.5 million in 2019/20120 and deficits of R 25 
million and R 27.5 million in the two respective outer years. MFMA circular No.72 requires ail 
municipalities to adopt a surplus position. The deficit for the two outer years is lower than the 
non-cash items expenditure reflected on the budgets (e.g. Depreciation). The deficit would be 
funded from accumulated funds. 

Every endeavour would be made to ensure that the deficit for 2020/2021 and the two outer years 
are eradicated before the adoption of the final budget. 

This may indicate that the tariffs and rates are insufficient to ensure that the community is making 
enough contribution towards the economic benefits they are consuming over the medium-term 
budget period. 

During the foilowing years budget, tariffs and rates would be reviewed simultaneously with a 
reduction in expenditure to improve this result. 
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1.5.11 Free Basic Services: Basic Social Services Package 

The social package assists households that are poor or face other circumstances that limit their 
ability to pay for services. To receive these free services households are required to register in 
terms of the Municipality Indigent Policy. The municipality has in the 2020/2021 year undertaken 
to register all indigents and thereby create an updated indigent register. 

The cost of the social package of the registered indigent households is largely financed by 
national government through the local government equitable share received in terms of the 
annual Division of Revenue Act. 

The amount under transfers and grants made by municipalities includes; 

• Free basic electricity: 

• Free Basic Refuse; 

• Rebates on Rates offers to indigent 

• Rebates on Rates offered to Pensioners 


1.5 Capita] expenditure 

Table 7 : The following table provides a breakdown of budgeted capital expenditure per 
vote: 


Description 

Funding 

Amount 

Resurfacing of Residential Roads-Ward 1 

Municipal Infrastructure 

Grant 

4.500,000.00 

Construction of Sport Field-Ward 7 

Municipal Infrastructure 

Grant 

2,751,756.00 

Sheti Bridge -• Ward 1 

Municipal Infrastructure 

Grant 

2,256,996.00 

Ezulwini Bridge - Ward 5 

Municipal Infrastructure 

Grant 

2,118,996.00 

Hopewell Internal Roads-Phase 2 -Ward 4 

Municipal Infrastructure 

Grant 

2,000,004.00 

Magoda Main Road 

Municipal Infrastructure 

Grant 

2,000,004.00 

Mgxobeleni Community Hall - Ward 6 

Municipal Infrastructure 

Grant 

999,996.00 

Ezidongeni Bus Shelters 

Municipal Infrastructure 

Grant 

800,004,00 

Rehabilitation of Kwamagoda Road - Ward 2& 

7 

Small Town Grant 


Small Business Incubation Centre-Ward 1 

Small Town Grant 


Richmond Memorial Hall - Ward1 

Internal Funds 

2,842,751.00 

Completion of Testing Ground 

Internal Funds 

1,500,000.00 

Richmond Agricultural Hall 

Internal Funds 

1,500,000.00 

ICT Infrastructure 

Internal Funds 

200,004.00 

Speed Timing Machine Traffic 

Internal Funds 

200,004.00 

Mechanical Tools 

Internal Funds 


Server 

Internal Funds 


Brush cutters Roads 

Internal Funds 

129,996.00 

Roller Slasher 

Internal Funds 
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Description 

Funding 

Amount 

Aircon-Finance 

Internal Funds 

110,004.00 

Lightning Conductors 

Internal Funds 

99,996.00 

Windy House Disaster 

Internal Funds 

99,996.00 

Armor / Bullet Vest 

Internal Funds 

70.000.00 

Library Computers 

Internal Funds 

80,004.00 

Aircon- Registry 

Internal Funds 

60,000.00 

Corporate Filing Cabinets 

Internal Funds 

60,000.00 

Camera Communications 

Internal Funds 

50,004.00 

Chairs-Corporate 

Internal Funds 

50,004.00 

Corporate Services Desks 

Internal Funds 

50,004.00 

Lights for Traffic Vehicles 

Internal Funds 

50,004,00 

Mm Aircons 

Internal Funds 

50,004.00 

New Sound System-Communications 

Internal Funds 

50,004.00 

Disaster Vehicle Signage 

Internal Funds 

30,000.00 

Signage for Traffic Vehicle 

internal Funds 

30,000.00 

Heavy Duty Chainsaw 

Internal Funds 

24,996.00 

Finance Desks 

Internal Funds 

22,500.00 

Chairs- Led 

Internal Funds 

20,004.00 

Desks Local Econ Develop 

Internal Funds 

20,004.00 

Finance Printer 

Internal Funds 

15,000.00 

Binder Finance 

Internal Funds 

9,996.00 

Disaster Cabinets 

Internal Funds 

9,996.00 

Disaster Desks 

Interna! Funds 

9,996.00 

Grease Guns 

Internal Funds 

9,996.00 

Led Cabinets 

Internal Funds 

9,996.00 

Tow Bar 

Internal Funds 

9,996.00 

Chairs-Disaster 

Internal Funds 

8,004.00 

Chairs-Community Services 

Internal Funds 

6.804.00 

Binder- Public Participation 

Internal Funds 

6,000.00 

Office Blinds 

Internal Funds 

5,004.00 

Camera Assets 

Internal Funds 

2,004.00 

Torch 

Internal Funds 

2,004.00 

Gazebo Senior Citizens 

Interna! Funds 

1,200.00 

Total 


33,670,305.00 


1.6.1. Transfer recognised - Capital 

The municipality is highly dependent on grants for the delivery of capital projects. As an 
alternative source of funding the municipality has gone out to tender for service providers to 
source alternate funding for the municipality. The own funding of R 2 million is less when 
compared to previous years. 

1.6 Cash Flow 

All statutory requirements (PAYE, Pension, Medical Aid etc.) are met at month end. 
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The following provisions have been accounted for: - 

• Post-retirement medical aid; and 

• Long service provision 

• Housing development fund 

The budget will be funded from cash backed accumulated reserves. Part of the Cash and Cash 
investments includes investment’s less than three months which are captured under call 
investments. 

1.8 Annual Budget Tables - Parent Municipality 
The following pages present the main budget as required. 





